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TAX NEWS

LOUISE A. SALLMANN, C.P.A.

Practically all of the better known tax pub
lications have been carrying banner headlines
these past two months similar to “MAJOR
TAX BILL IN 1961 DOUBTFUL.” This is
very disconcerting to those who have been
carefully watching the releases on the tenta
tive decisions of the House Ways and Means
Committee. It is the opinion of the Senate’s
committee chairmen that the bill will not be
passed by the House and reach the Senate
in time to be acted on this year. The Congress
will probably find justification in setting back
effective dates to January 1, 1962, although
dates of enaction may well be in the following
June or July.
In past years major tax revision bills have
been enacted six to seven months subsequent
to effective dates and taxpayers and/or their
advisors have found themselves trying to “lock
the barn door after the horse is stolen.” It
behooves all of us, therefore, to be prepared
by anticipating the ultimate passage of the
Committee’s proposals.
Proposals of the Committee, still in the
tentative stage, are as follows:
Withholding on Dividends and InterestTax will be withheld at the rate of 16 2/3%.
An individual who reasonably expects that he
will owe no tax may file an exemption certif
icate with the payor annually. This system
will not apply to coupon bonds but a refund
may be obtained. School savings accounts will
be exempt and tax-exempt organizations may
obtain quarterly refunds or offset against
amounts due the Treasury Department on
employees’ withholding.
Depreciable Business Property—No change
on real property but personal property when
sold at a gain would have such gain taxed at
ordinary income rates to the extent of de
preciation taken and as capital gain to the
extent that the gain exceeded the cost of the
property. A taxpayer would be given the right
to change his method of computing deprecia
tion without obtaining the consent of the
Treasury. Gifts to charity will be valued at
cost less depreciation taken subsequent to
December 31, 1960.
Business Expenses (the January 1, 1962
effective date on this one is definitely not ex
pected to be deferred). No deduction would be
allowed for entertainment expense except to
the extent that the taxpayer establishes that
such expenditures were directly related to the
production of income and were not merely for
the creation of good will. Adequate records
of the amount of such expenses would be re14

quired, thus overruling the “Cohan Rule.”
There are, however, several exceptions
anticipated:

(1) A reasonable allowance for food and
beverages furnished to an individual under
circumstances which are conducive to a busi
ness discussion.
(2) Expenses treated as compensation to
an employee, or for his entertainment.
(3) Expenses for goods, services, and
facilities made available to the general public
without charge.
(4) Expenses which constitute reimbursed
expenses, which would prevent the disallow
ance of a single expense to more than one
taxpayer.
(5) Expenses incident to stockholders’ meet
ings, etc.
Club dues and fees—Amounts paid to social,
athletic or sporting clubs, etc., would be com
pletely disallowed.
Business gifts—Disallow deductions for busi
ness gifts in excess of $25.00 per year to the
same individual, directly or indirectly.
Travel expenses—The amount of meals and
lodging allowable as travel expenses will be
limited to a reasonable amount (probably
based upon 125% of the Federal employee
allowance).
Other proposals which will not be discussed
in detail in this article have to do with various
forms of foreign income, cooperatives, mutual
fire and casualty companies, credit for invest
ment in tangible personal property.
In addition to the various proposals of the
Committee, there are a number of bills await
ing Presidential action and others which have
been introduced in the House and/or Senate
which are of less general import.
“MAJOR TAX BILL IN 1961 DOUBT
FUL?” “MAJOR TAX BILL IN 1962-A
CERTAINTY!”

(Continued from page 13)
losses but also of the costs of maintaining
credit and collection departments.
The accountant can greatly assist in deter
mining the capital requirement, both for work
ing capital needs and for fixed assets.
Factoring will usually be advantageous to
firms which are expanding rapidly on limited
capital, or which sell to customers involving
unusual credit risks, or those with seasonal
requirements for the build-up of inventories.

